University of New Mexico

UNM Digital Repository
NotiCen

Latin America Digital Beat (LADB)

2-12-1993

Multilateral Trade Negotiations Advance Among
G-3 Countries & Central America
Deborah Tyroler

Follow this and additional works at: https://digitalrepository.unm.edu/noticen
Recommended Citation
Tyroler, Deborah. "Multilateral Trade Negotiations Advance Among G-3 Countries & Central America." (1993).
https://digitalrepository.unm.edu/noticen/8046

This Article is brought to you for free and open access by the Latin America Digital Beat (LADB) at UNM Digital Repository. It has been accepted for
inclusion in NotiCen by an authorized administrator of UNM Digital Repository. For more information, please contact amywinter@unm.edu.

LADB Article Id: 058038
ISSN: 1089-1560

Multilateral Trade Negotiations Advance Among G-3
Countries &amp; Central America
by Deborah Tyroler
Category/Department: General
Published: Friday, February 12, 1993
In late January, negotiations gained force between Mexico, Venezuela, and Colombia the Group
of Three (Grupo de los Tres, G-3) to construct a free trade zone among those countries. The G-3 is
in turn discussing similar accords with five of the Central American countries to forge a broad free
trade zone in northern Latin America. The G-3 was first formed in 1989, both to provide a framework
for trade negotiations among those three nations, and to pool resources for joint assistance projects
to Central America. But since its formation, little progress has taken place on either front. Mexico
largely concentrated on negotiations to form the North American Free Trade Agreement (NAFTA)
with Canada and the US, and the G-3 members held individual talks with the Central American
countries to discuss bilateral free trade accords. Last November, however, G-3 representatives
began meeting again to push trade negotiations forward, paving the way for a series of highlevel meetings in late January and early February. As a result, a G-3 presidential summit is now
scheduled for Feb. 11-12 in Caracas. The meeting will be attended by Carlos Salinas of Mexico,
Cesar Gaviria of Colombia, and Carlos Andres Perez of Venezuela. The G-3 leaders will then meet
on Feb. 12 with the heads of state of Guatemala, El Salvador, Honduras, Nicaragua, and Costa Rica
to discuss cooperation projects and explore future multilateral trade accords. Although the summit
is expected to accelerate free trade talks among the G-3 members, lengthy and tedious negotiations
will be needed before any comprehensive treaty is signed. In fact, at a two-day conference Feb.
1-2 which included deputy foreign ministers and technical representatives from the G-3 nations
Colombia and Venezuela made a joint proposal to Mexico that stressed the need for "gradual"
application of free trade accords over the long term to ease the impact of Mexican competition on
their domestic markets. The Colombian-Venezuelan proposal calls for a three- step trade accord
that would gradually go into effect over the next eight years. Under the proposal, a preliminary
list of products would be drawn up, and all tariffs on those goods would be eliminated as soon as
an accord is signed. Tariffs on a second list of products would be removed over a period of four to
six years, and a final list of goods would be included in the free trade zone over a six to eight year
period. In addition, a list of "sensitive" commodities would be negotiated separately, since all three
nations fear domestic production of certain goods would suffer from a sudden flood of imports
from their new trade partners. Mexico, for example, is concerned that Venezuelan steel products
would represent unfair competition to Mexican industries, since subsidized energy in Venezuela
allows producers in that country to produce steel products at below average costs compared to
the international market. As a result, Mexico will probably insist that such energy subsidies be
eliminated or substantially reduced in both Venezuela and Colombia. Colombia and Venezuela, in
contrast, will attempt to maintain higher tariffs on automobile imports, principally to protect free
trade accords already negotiated among the Andean Pact countries, Colombia, Venezuela, Ecuador,
Bolivia, and Peru. The Andean Pact calls for common external tariffs to be fully implemented
by all the countries by January 1994 on imports from third countries, with duties ranging from a
low of 5% for raw materials and capital goods, to a ceiling of 20% on many finished products and
agricultural commodities. But some exceptions will be included in the common external tariff,
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especially automobile imports, which will be charged 40% duties to protect local industry and free
trade among the Andean nations. In fact, the Andean Pact members will meet Feb. 15-16 to finalize
external tariff accords. "In the case of the automobile industry, Colombia and Venezuela must insist
on a slower commercial opening with Mexico in order to allow the Andean market to consolidate,"
said Manuel Jose Cardenas, head of the Andean Pact's coordinating council (Junta del Acuerdo
de Cartagena). Indeed, Colombia and Venezuela agreed in mid-January to support each other in
negotiations with Mexico to protect their status as dominant trade partners in the Andean Pact,
limiting competition from Mexico in the Andean region. Of the US$2.12 billion in trade among
Andean members in 1992, bilateral trade between Colombia and Venezuela accounted for more
than US$1 billion, or nearly 50%. In addition, Colombia dominates trade throughout the Andean
region, with Colombian exports to other Andean Pact countries totalling an average of about US
$85 million per month last year up from US$65 million per month in 1991. As a result, while the
Feb. 11 presidential summit should boost G-3 negotiations for the future, more substantial progress
is expected in the G-3 negotiations with Central American countries. Two accords are expected
to be signed at the Feb. 12 summit. On the one hand, the G-3 and Central American countries
are expected to sign the "Caracas Declaration" (Declaracion de Caracas), which will commit both
regions to seek closer economic cooperation in the future, and to eventually negotiate a broad,
multilateral free trade accord. In addition, the heads of state will review some specific cooperation
projects, including G-3 assistance for infrastructure, tourism, energy, telecommunications, and
social development programs. On the other hand, the Central American countries are expected
to sign a free trade accord with Colombia and Venezuela. Mexico would not be included in the
agreement, since that country already signed a multilateral framework accord with the isthmian
nations in August 1992, which calls for establishment of a free trade zone between Central America
and Mexico by December 1996. Venezuela also already signed a bilateral free trade accord with
Central America in September 1992, which allows the isthmian nations to export some 300 products
duty free to Venezuela for the next five years. Under that accord, Venezuela will gain duty-free
access to the Central American markets within five years. The new accord now under discussion
would draw Colombia into the Venezuela-Central America free trade agreement, while expanding
the benefits offered to both regions. The 300 products included in the original duty-free list for
Central America would immediately be expanded, although Colombia and Venezuela would
also be given duty free access for a separate list of products within six months. Within three
years, Central America would be able to freely trade all its products on the Venezuelan and
Colombian markets, and the Central American countries would in turn be committed to eliminate
duties on most Venezuelan and Colombian imports within five to 10 years. The Central American
countries hope to improve the trade balance with their two South American neighbors, particularly
increasing agricultural, industrial, and textile exports to those two countries. In 1991, Central
America registered a US$388 million trade deficit with Venezuela and Colombia, with isthmian
exports totalling US$9.15 million that year, compared to US$397.15 million in imports from those
two countries: US$325.77 million from Venezuela (mostly petroleum) and US$71.38 million from
Colombia. (Sources: Inter Press Service, 01/28/93; Spanish news service EFE, 01/16/93, 01/31/93,
02/02/93; Notimex, 01/28/93, 01/31/93, 02/01/93, 02/03/93, 02/04/93, 02/07/93; Agence France-Presse,
11/26/92, 12/07/92, 12/14/92, 01/04/93, 01/13/93, 01/20/93, 01/21/93, 01/23/93, 01/29/93, 01/31/93,
02/02/93, 02/05/93, 02/08/93)
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